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HIGHLIGHTS for the years ended December 31, 1964 1963* 
Sales and Operating Revenues . $815,026,123 $699,587,454 
Net Income After Taxes . $ 40,028,825 $ 33,488,603 
Per Share of Common Stock . a ee $ 2.69 $ 2.29 
(Based on average number of shares outstanding) . 
Cash Dividends Paid: 
Preferred Stock . $ 913,628 $ 928,664 
Common Stock . $ 15,581,799 $ 13,793,778 
Per Share $ 1.07%/2 $ 0.96 
Stock Dividend Paid on Common . 2%o 2% 
Net Working Capital . $181,678,664 $157,367,784 
Net Fixed Assets . $408,315,026 $347,788,716 
Stockholders’ Equity per Common Share . $ 25.20 $ 23.43 
Number of Common Shares Outstanding at Year End . . 14,742,290 14,165,870 
(Including in 1963 22,045 shares held by the Company) 
Number of Common Stockholders . 40,526 40,142 
Number of Employees 52,400 48,200 
* 1963 adjusted to reflect companies acquired in 1964 as poolings of interests 
and 2% stock dividend paid in 1964. 
NET INCOME In Millions of Dollars EARNINGS PER SHARE 
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TO THE STOCKHOLDERS: 


| am glad to report to you again that both sales and 
profits reached new highs in the year just past. This 
reflects the further progress made in building a larger 
and stronger chemical business both in the United 
States and overseas and the continued growth of the 
Company’s other businesses. 


Total sales and revenues amounted to $815,026,000 
in 1964 compared with $699,587,000 in 1963. Consoli- 
dated net income after taxes was $40,029,000, an 
increase of 20% over 1963. Earnings per share of 
common stock were $2.69, compared with $2.29 in 
1963, an increase of 17%. 


The Company's equity in the earnings of uncon- 
solidated 50°%-owned companies in excess of divi- 
dends received from those companies amounted to 
$2,472,000 in 1964. Were these companies consoli- 
dated, reported earnings per share would be in- 
creased by seventeen cents. 


In June of 1964, the dividend on the Company's 
common stock was raised by the Directors to the an- 
nual rate of $1.10 per share, an increase of ten cents. 
This was the third consecutive year in which an in- 
crease of this amount was authorized. 


Cash flow (net profit, depreciation and provision 
for deferred taxes) amounted to $77,966,000 in 1964, 
an increase of $13,082,000 in the year. Cash flow per 
share increased in the year from $4.57 per share in 
1963 to $5.36 in 1964. 


Chemical sales and earnings increased substan- 
tially as a result of continuing growth in existing prod- 
uct lines and of the Company’s entry into new prod- 
uct lines such as industrial cleaning compounds, 
vinyl-based products, and animal feed supplements. 
These and other developments affecting the Com- 
pany’s chemical business are described in later sec- 
tions of this report. 


J. Peter Grace 


Chemical earnings on a pre-tax basis and before 
any allocation of corporate overhead and interest 
expense amounted to $53,500,000 or 66% of the total 
for the Company. All the major divisions within the 
Chemical Group had higher sales and, with one ex- 
ception, higher earnings in 1964 than in the previous 
year. The DuBois Chemicals Division also had in- 
creased sales and earnings. 

Results of businesses located in Latin America 
were substantially higher than in 1963 despite ex- 
change losses resulting from currency devaluations 
in Brazil, Chile and Colombia. In the last ten years 
the mix of the Company’s business in Latin America 


has been greatly changed. Currently the greatest 
part of Grace’s investment is in chemicals, paper 
and food. These businesses are faster growing and 
make a greater contribution to the countries of Latin 
America than the Company’s more traditional busi- 
nesses. During the year responsibility for all chemical 
business in Latin America was assigned to the Latin 
American Group. 

Profits from the Company's petroleum investment 
in Libya showed a substantial increase in 1964 as 
compared with 1963, which had been the first year of 
oil production. In addition, in connection with the sale 
of assets of Texas Gulf Producing Company to Sin- 
clair Oil Corporation, the Company realized a profit 
of approximately $3,160,000 on the shares it owned 
of the former company’s stock. This amount is not in- 
cluded in the profit reported for 1964 but instead has 
been credited to retained earnings. 

Operating results of Grace Line improved for the 
fourth consecutive year as the result of increased 
cargo movement and passenger traffic to the coun- 
tries served by the Line. Overall Grace Line profits 
also benefited from a capital gain on the sale of two 
container ships. 

The Food Group was established to supervise the 
Company's investments in the food industry in the 
United States and Europe. Most of the units of the 
Food Group reported improvement in profit during 
the year. However, Van Houten’s operations were not 
satisfactory, and this, together with continued heavy 
development expenses, resulted in the Group’s not 
making a contribution to Company earnings. This 
situation should improve in 1965. 

In February of 1965, common shareholders of the 
Company were offered the right to subscribe to 
$83,469,000 of 41/4% Convertible Subordinate Deben- 
tures Due March 1, 1990. All of the debentures have 


been sold. The Company will use these funds to 
continue its program of expansion, primarily in the 
chemical business. 

It is with deep regret that we record the death in 
July of 1964 of Mr. Philip L. Reed, a Director Emeritus 
of the Company. Mr. Reed had been a Director of 
Dewey and Almy since its founding. His sound advice 
will be greatly missed. 

In May of 1964, Mr. Harry C. Hagerty and Mr. James 
J. Minot retired as Directors in accordance with nor- 
mal Company policy. As Directors Emeritus, they will 
continue to provide help and counsel. 

Also in May, Mr. Charles A. DuBois, President of the 
DuBois Chemicals Division, was elected a Director. 
During the year Mr. Whitney Stone resigned from the 
Board. 

In June, Mr. John C. Griswold resigned as an 
Executive Vice President to become a partner of an 
investment banking firm. Mr. John C. Duncan, Group 
Executive of the Latin American Group, was elected 
an Executive Vice President. 

As part of our program for the continued develop- 
ment of the Company, capital expenditures were at 
an all-time high in 1964 with a further increase ex- 
pected this year. As new facilities come on stream in 
1965 and subsequent years, it is anticipated that they 
will contribute to the continuing growth of W. R. 
Grace & Co. 


Respectfully submitted, 
| on 


March 11, 1965 PRESIDENT 


GRACE IN CHEMICALS 


Sales of chemical products continued to grow dur- 
ing 1964, reaching a record high of over $500,000,000. 
All of the Company's major chemical operating units 
increased sales in 1964 compared with 1963. Chemi- 
cals were again by far the most important contributor 
to overall W. R. Grace & Co. earnings. 


Growth in chemicals has stemmed both from in- 
creasing demand for existing products and from entry 
into new product areas. Research has been an im- 
portant factor in accelerating the rate of growth. 


In previous annual reports we have indicated that 
the Company is fortunate in that industries such as 
packaging and agricultural chemicals in which it has 
a large stake are growing rapidly both in this country 
and overseas. 


At the same time, opportunities to enter new fields 
have not been overlooked. During 1964 the Company 
extended the scope of its chemical operations into 
several new areas. Among the more important of 
these were industrial and institutional cleaning com- 
pounds, vinyl films and coated fabrics, and animal 
feed supplements. 


In entering these new product areas, the Com- 
pany has sought to apply the same policies which 
have guided the development of its chemical activi- 
ties in the past. This involves having quality products 
tailored to the customers’ requirements, and giving 
to customers all the service they need to make effec- 
tive use of those products. A history of providing this 
service “with that extra touch of Grace” has resulted 
in a high degree of customer satisfaction and steadily 
increasing sales. 


W. R. Grace & Co. spent $14,000,000 on chemical 
research and development in 1964. Nearly 1,000 em- 
ployees are now engaged in improving existing prod- 
ucts and extending their usefulness, and in develop- 


Ammonia is shipped to world markets from this plant in Trinidad. 


ing the new products on which tomorrow's growth 
will depend. 

The following pages report on progress in the 
fields of Industrial and Specialty Chemicals, Agri- 
cultural Chemicals and Chemicals for Packaging and 
Plastics. Each of these three categories accounts for 
approximately one-third of the Company's chemical 
sales. 


INDUSTRIAL AND SPECIALTY CHEMICALS 
W. R. Grace & Co. produces a wide variety of indus- 
trial and specialty chemicals, the majority of which 
are formulated to meet the specific requirements of 
customers. Included in this category are a broad 
range of chemical specialties for the construction 
industry and building maintenance markets, cracking 
catalysts for petroleum refiners, battery separators, 
nuclear fuel materials, and chemical cleaning com- 
pounds for industry and institutions. 


Efficient service for its more than 80,000 customers 
underlies the continuing and rapid growth of the 
DuBois Chemicals Division, for many years a major 
supplier of industrial cleaning compounds. 


Cleaning problems vary widely among industries 
and among companies within an industry. Quality in 
metal coating depends on how thoroughly dirt and 
grease have previously been removed from the 
metal. Hospitals, hotels and food companies are 
concerned with the bactericidal properties of clean- 
ing materials. Water characteristics vary from region 
to region and determine the performance of dish- 
washing compounds. 


These few examples suggest the breadth of the 
market for industrial cleaning compounds and the 
challenge it provides to the DuBois sales force of 
more than 800. These salesmen have to evaluate 
accurately the requirements of each customer. The 
correct DuBois product has to be selected, or if one 
does not exist, a new specification has to be estab- 
lished for the laboratory to meet. The correct appli- 
cation equipment has to be made available and the 
customer's employees trained in its use. Finally, con- 
tinued contact with the customer is maintained to 
ensure that as conditions change his requirements 
are still being met satisfactorily. 

The Vestal Laboratories Division makes a particular 
contribution in fields in which health is a primary con- 
sideration. It is a leading supplier to doctors and 
hospitals of compounds embodying germicides and 
bactericides. More recently it has developed and is 
marketing similar products for poultry, dairy and live- 
stock operations, where infection and disease are 
always potentially serious problems. 

As the beginning of a program for worldwide dis- 
tribution of DuBois products, they are now being 
marketed in Europe from a plant recently completed 
in France, and in the United Kingdom through a com- 
pany jointly owned with a subsidiary of Distillers Co., 
Ltd. DuBois sales and profits in 1964 continued the 
pattern of growth established in previous years. 

The Company has substantially broadened its line 
of chemical specialty products for the construction 
and building maintenance industries. Sales of such 
products increased significantly during 1964. New 
construction techniques available to architects and 
builders involve the use of far greater quantities of 
chemical and plastic materials than did traditional 
practices. There is every indication that this is an 


A DuBois technician supervises preparation of a 
specially-tailored industrial cleaning compound. 


accelerating trend. Grace products are finding in- 
creasing acceptance both in new construction and 
in building remodeling and expansion. 

The Dewey and Almy Chemical Division added 
several new construction products to its product line, 
including waterstops and joint filling and sealing ma- 
terials for highways and heavy construction. To its 
established lines of vermiculite products and insula- 
tion materials, the Zonolite Division added expanded 
polystyrene board used in commercial construction, 
in refrigeration installations, and as flotation material 
in piers and docks. 

The Davison Chemical Division during the year in- 
troduced two new petroleum cracking catalysts which 
will give most refiners additional flexibility in meeting 
the seasonal requirements of their customers. XZ-15, 
the industry's first fluid catalyst based on molecular 
sieve technology, and SM-30, a silica magnesia cata- 
lyst, provide increased gasoline and light fuel oil 
yields, reducing the need for investment in additional 
refinery facilities. Results to date from commercial 
trials indicate that the higher production yields result- 
ing from the use of these catalysts should more than 
offset their somewhat higher price. 

The division strengthened its position as a pro- 
ducer of specialty catalysts by adding to its capacity 
for nickel catalysts and introducing several new cata- 
lysts based on other metal alloys. Sales of these 
products showed a marked increase over the 
previous year. 


In the area of automotive exhaust catalysts, the 
Boston Metropolitan Transit Authority, after exten- 
sive tests, has installed devices employing a Davison 
catalyst on all diesel buses operating in the Harvard 
Square Tunnel. Other large public transportation 
companies have shown interest in this development. 

The growing use of large volumes of silica gel to 
remove moisture and other impurities from natural 
gas has accelerated the increasing demand for this 
product, of which Davison is a leading producer. 
Capacity is being expanded. Subsidiaries of the 
Overseas Chemical Division also produce silica gel 
at plants in England and Germany, and sales in 
Europe are growing rapidly. 

Record automobile production both in the United 
States and Europe has resulted in a high level of 
battery manufacture. Sales of battery separators by 
Dewey and Almy and foreign subsidiaries showed 
corresponding improvement. 

The Hatco Chemical Division has developed a jet 
engine lubricant for use in newer jet engines operating 
at very high temperatures. This lubricant has been ac- 
cepted by the United States Armed Forces and com- 
mercial airlines. 

During the year Howards & Sons (Canada) Ltd. 
became a subsidiary. Howards, whose product line 
ties in closely with that of the Hatco Chemical Divi- 
sion, manufactures a variety of plasticizers as well as 
several other products sold to the food and cos- 
metics industries. It has plans to build a 25 million- 


pound-per-year phthalic anhydride plant, which when 
completed in 1966, shouid be the largest and most 
efficient phthalic anhydride plant in Canada. 


Nuclear Fuel Services, Inc., in which W. R. Grace 
& Co. has an 80% interest, is completing the world’s 
first privately-owned nuclear fuel reprocessing plant 
near Buffalo, New York. Commercial operations, 
involving the reprocessing of spent fuels for nuclear 
power plants and for the Atomic Energy Commission, 
are expected to begin in January, 1966. 

Approximately 85% of all commercial nuclear 
reactors proposed, under construction or in use 
require uranium oxide fuel. Recognizing the growing 
demand for this material, Nuclear Fuel Services 
expanded production capacity fivefold at its plant 
in Tennessee. 


Drawing on the know-how and experience of its 
domestic chemical operations, the Company is mak- 
ing good progress towards establishing itself as a 
leading manufacturer of industrial and specialty 
chemicals in Latin America. In Peru, wholly-owned 
subsidiaries are doubling plant capacity for caustic 
soda and for chlorine, which will in turn be used in 
the manufacture of polyvinyl chloride. 

Construction was begun on a new chemical com- 
plex in Chile. Such chemicals as synthetic resins 
and adhesives are currently manufactured, and the 
new facilities will produce plasticizers, formaldehyde 
and phthalic anhydride. In Colombia, subsidiaries are 
now producing a variety of chemicals, including 
naphthalene, resins and phthalic anhydride. Capacity 
for phthalic anhydride is being doubled. 


AGRICULTURAL CHEMICALS 


Consumption of plant nutrients in the United States 
and the rest of the world in 1964 was at the highest 
rate in history. It is estimated that, in the year, use of 
fertilizer materials in the United States increased by 
12.5%. Economists predict that the strong and con- 
sistent increase in the use of fertilizer which has 
taken place since World War I! will continue into 
the foreseeable future. Sales and earnings of the two 
W. R. Grace & Co. divisions with an important posi- 
tion in agricultural chemicals—Davison Chemical and 
Nitrogen Products—also were the highest in their his- 
tory in 1964. 

The Nitrogen Products Division continued its 
expansion of ammonia and urea production capacity. 
The first expansion of the plant in Trinidad, West 
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Indies, was brought on stream in February, 1964. 
Later in the year, a second expansion was started, 
construction of which is expected to be completed 
by the end of 1965. 


The expanded plant in Trinidad operated satisfac- 
torily for several months after it commenced opera- 
tions in February. However, tube cracking problems 
caused curtailment of production for a three-month 
period during the last half of the year. This resulted 
in lower-than-anticipated earnings for the division. 
Permanent repairs were made during the normal 
maintenance period, and the plant is now capable of 
operating in excess of design capacity. Federation 
Chemicals Limited, the owner of this plant, became a 
wholly-owned subsidiary in 1964. 

The ammonia from Trinidad is shipped as a liquid in 
specially-constructed refrigerated tankers. A major- 
ity-owned subsidiary, Carolina Nitrogen Corporation 
in Wilmington, North Carolina, receives a substantial 
part of this ammonia and converts it into ammonium 
nitrate and nitrogen solutions. It is contemplated that 
most of the production from the second Trinidad ex- 
pansion will be sold for use overseas, and terminals 
are currently under construction in England and 
Denmark. 


The ammonia plants at Big Spring, Texas and 
Memphis, Tennessee also were expanded during the 
year. The Company now has the majority interest in 
Caribe Nitrogen Corporation, a producer of ammonia 
and ammonium sulfate in Puerto Rico. 


After the several expansions described above 
have been completed, W. R. Grace & Co. and its 
subsidiaries will have an annual production capac- 
ity for anhydrous ammonia in excess of 850,000 tons. 
Production of solid nitrogen fertilizers, including urea, 
ammonium nitrate and ammonium sulfate, will exceed 
550,000 tons annually. 


During December, construction was started on a 
major expansion of facilities for the production of 
concentrated phosphates and high analysis fertilizers 
at Davison’s Bartow, Florida location. This expansion 
will increase the Company’s capacity for wet phos- 
phoric acid by 100,000 tons annually and for diam- 
monium phosphate, a high analysis fertilizer, by 
200,000 tons per year. 

A new phosphate fertilizer plant in Bayonne, 
France in which Grace holds a majority interest with 
French partners will be in operation in the spring 
of 1965. This plant receives its major raw material, 
phosphate rock, from the Cotomib mines in the 
Republic of Togo in which the Company has a sub- 
stantial interest. The latter operation continues to be 
profitable. 


Over the past several years the Company has been 
developing a program to serve the farmer better by 
establishing conveniently located retail outlets from 
which he can obtain all of the agricultural chemicals 
he requires. Both the Davison and Nitrogen Products 
divisions have participated in this development. In 
1964 Davison increased its facilities to provide dry 


Container sealing compounds are 
manufactured in this Brazilian plant. 


ZONOLITE roof deck materials are com- 
pression tested in Chicago laboratories. 


granulated fertilizers and nitrogen solutions, which 
are sold at its one-stop service outlets located 
throughout the heavy fertilizer-consuming areas of 
the Midwest and Southeast. The Nitrogen Products 
Division also established rural service centers at 
many locations in the Midwest. These are known as 
Grace Greentowns, and 200 such outlets have been 
planned. In addition to supplying a broad range of 
agricultural chemicals, Grace also makes available to 
the farmer technical advice to help him achieve maxi- 
mum yields from his land. One of the key products 
sold is Grace Slurry Mix fertilizer. This new product 
is sprayed on the soil from tank trucks. Its nutrients 
are released slowly, enriching the soil throughout the 
growing period. 


The Company also is expanding into other agricul- 
tural chemicals operations. The Walnut Grove Prod- 
ucts Division operates six livestock feed and feed 
supplement manufacturing plants in the Corn Belt 
area. It has more than 500 trained salesmen calling 
directly on farmers and working with them to improve 
the profitability of their operations. 


Animal feed operations in Latin America consist of 
plants in Chile and Peru for the processing of an- 
chovy into fish meal and fish oil. Fish meal is exported 
to Europe and the United States, primarily for poultry 
and hog feed. Results in Chile in 1964 were disap- 
pointing because of an abnormally low fishing catch. 

Davison completed a modern pesticide producing 
facility in Maryland to bring to four the number of 


plants it operates for the production of liquid, dust, 
wettable powder and granule pesticides. Additional 
facilities of this type are contemplated. 

Early in 1965, Davison entered the field seed 
business. Alfalfa, grass and clover seed and other 
types of seed are processed in 17 plants and sold 
to distributors throughout the country. 


The broad scope of the chemical research done by 
the Company can bring important benefits in the agri- 
cultural chemicals field. The development of slurry fer- 
tilizer, for example, came about not only because of a 
background in fertilizer formulations and phosphate 
reactions, but also because of the experience of non- 
agricultural divisions in the field of colloid chemistry. 


CHEMICALS FOR PACKAGING AND PLASTICS 


W. R. Grace & Co. continues as a leader in the field 
of chemicals for packaging. The packaging of food 
has always been the major use for Grace materials, 
but in recent years the packaging of non-food items 
has been growing rapidly as well. In addition, an in- 
creasing percentage of the Company’s high density 
polyethylene production is being used for bottles 
and other containers, films and trays. 

The Dewey and Almy Chemical Division manufac- 
tures and sells sealants for metal and fiber contain- 
ers, as well as coatings for paper and plastic films. 
The Cryovac Division produces shrinkable and flex- 
ible packaging films and pouches. Subsidiaries of 
the Overseas Chemical Division produce and sell all 


Sales of CRYOVAC packaging films for both food and non-food items 
are increasing overseas as well as in the United States and Canada. 
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Petroleum cracking catalysts are produced by Davison at this Cincinnati plant. 


This is the battery separator finishing line in Hamburg, Germany. 


of these products in Europe and in other overseas 
markets. All of these divisions had the highest sales 
in their history in 1964. 

Dewey and Almy’s cap sealing compounds found 
new volume uses in the various types of popular easy- 
open caps for bottled beer and soft drinks. High- 
speed application of the sealing compounds, espe- 
cially formulated for the new easy-open caps, was 
accomplished by closure manufacturers using a new 
Dewey and Almy machine which produces gaskets 
for the caps at the rate of 400 per minute. 


In 1965 the division will begin construction of a 
new plant to manufacture can sealing compounds in 
Atlanta. This will enable it to provide better service 
to the growing number of customers located in the 
Southern states. 

The Cryovac Division consistently has been a 
leader in the development of new packaging films 
such as irradiated polyethylene and biaxially-oriented 
polypropylene for both food and non-food applica- 
tions. During 1964, sales of CRYOVAC bags made of 
irradiated polyethylene increased substantially, and 
they are now the leading package for frozen turkeys. 

In a major non-food product line, it is estimated 
that about one-quarter billion high fidelity and 
stereo record albums have been wrapped in CRYOVAC 
polypropylene film since it first became available two 
and one-half years ago. All major record companies 
use this material. 

The trend toward self-service stores continues 
both in the United States and abroad, and provides a 
favorable outlook for increased sales of CRYOVAC 
film for both food and non-food items. Facilities to 
produce irradiated polyethylene film are being in- 
stalled at three locations in Europe, and the flexible 
packaging plants in Germany, France, England and 
Australia are being expanded. In addition, a new 
plant is being built in Japan. 

Sales of flexible packaging materials in South 
America have also continued to increase. Additional 
facilities are being installed in Argentina and Brazil. 

While the plastics industry continued to experience 
price weakness, the Polymer Chemicals Division 
operated at full capacity, and made a small profit as 
it had in 1963, Production capacity of the division's 
plant in Louisiana is currently being expanded by 
30% to meet increasing customer demand. 

The largest application of high density poly- 
ethylene last year was in the manufacture of blow- 


molded bottles. An increasingly important use was in 
other blow-molded containers for household chemi- 
cals such as waxes and cleansing powders. 


In 1964 the Polymer Chemicals Division also devel- 
oped a system for providing dairies with the capa- 
bility for on-the-spot production of all-plastic milk 
containers. Commercial use of these containers in 
test markets has indicated a strong consumer pref- 
erence in gallon and half-gallon sizes over conven- 
tional containers. 


Sales of polyethylene have been aided by an ex- 
tensive research and development effort that has 
produced specialty resins with unusual character- 
istics. For example, a new emulsifiable high density 
polymer has been developed which is particularly 
suited for textile finishes, floor polish formulations, 
and paper, metal and wood coatings. The resultant 
products combine tensile strength, hardness, abra- 
sion resistance and high temperature performance. 


The Dawbarn Division is an important producer of 
polypropylene monofilament, a synthetic fiber. Sales 
of this product increased by nearly 50% in 1964. The 
most important new use of this fiber is in the manu- 
facture of carpet backings, where it replaces natural 
jute. Cost compares favorably, and the polypropylene 
is more resistant to rot and damage from moisture as 
well as being far more stable dimensionally. It has 
been well accepted by major carpet manufacturers, 
and additional equipment for the production of yarn 
is now being installed at the division's plant in Vir- 
ginia. In addition, the polypropylene monofilament is 
finding increased use for identification ribbon for the 
electrical field, as well as for seat coverings and rope. 


During the year the Hatco Chemical Division added 
a variety of unsupported vinyl films and film products 
to its product line. The Elm Coated Fabrics Division 
produces this line in an efficient calendering opera- 
tion in Brooklyn. It is a leading manufacturer of thin 
gauge, rigid calendered film widely used in the con- 
struction industry. 


In 1964 W. R. Grace & Co. became a major pro- 
ducer of vinyl products in Latin America, with sub- 
sidiaries manufacturing film, sheeting and other prod- 
ucts in Brazil, Colombia, Mexico and Venezuela. 
Expansion at Vulcan Material Plastico S.A. in Brazil 
will enable the plant to produce vinyl floor tile to 
meet the demands of the expanding building industry. 
This company is also increasing its production of vinyl 
coated fabrics for use in automobile interiors. 
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As recently as ten years ago, the Company's tradi- 
tional businesses, such as sugar production, mer- 
chandising, textiles and mining, accounted for almost 
80% of the income of the Latin American Group. 
As part of a planned program, the Company has been 
moving away from businesses with a low technologi- 
cal content, limited growth and considerable vulner- 
ability to losses from currency devaluation, towards 
those with more favorable characteristics. W. R. 
Grace & Co. believes it can make a greater con- 
tribution to the economies of Latin America by con- 
centrating on businesses requiring technological 
know-how not always available locally. Today such 
businesses, specifically paper, chemicals and food, 
account for more than two-thirds of the Latin Ameri- 
can Group’s income. 

The Company has investments in the paper indus- 
tries in Peru, Colombia and Ecuador. In the manufac- 
ture of paper, bagasse, the fibrous residue of the 
sugar cane process, is the basic raw material. W. R. 
Grace & Co. was a pioneer in the use of this material, 


The fifth paper making machine at Para- 
monga, site of the largest paper mill in Peru. 


having begun development of the original processes 
in the late 1930's. 

As the standard of living continues to improve in 
the Latin American countries, the demand for paper 
and paper products will inevitably increase substan- 
tially. Paper consumption per capita in Latin Amer- 


IN PAPER 


ica is currently at the rate of 29 pounds per year, 
while in the United States it is at the rate of 236 
pounds per year. 

The Company’s paper mill at Paramonga, Peru is 
the largest in that country. Having begun operations 
in 1939 with an initial capacity of 3,000 tons per year, 
it now has five paper making machines, which have 
the capacity to produce a total of 70,000 metric tons 
of a broad line of products ranging from heavy liner- 
board and kraft papers to fine tissue papers and 
bonds. The paper making operation is supplied by 
conveyors with bagasse from the adjacent sugar mill. 
In 1964, a further modernization took place in the 
paper mill. A new water treatment plant and a fiber 
preparation plant were installed. Chemicals such as 
caustic soda and chlorine are also produced within 
the Paramonga complex. 


The variety of paper products from Paramonga 
has made it the country’s prime supplier and a main- 
stay of its rapidly increasing industrial development. 
One of the major contributions to Peru’s record 
$667,000,000 of exports and $87,000,000 trade surplus 
was the approximately 1.4 million tons of fishmeal 
shipped in 1964, making Peru the leader in the world’s 
fishing industry. One-third of Peru’s total fishmeal 
exports was shipped in multi-wall kraft bags made at 
Paramonga. 

The demand for paper and boxes in Peru in 1964 
continued strong, and sales showed a satisfactory im- 


provement. Net earnings of the Company’s paper 
operation, however, were affected by higher costs, 
particularly payrolls and related expenses, and by 
labor stoppages. 

In Cali, Colombia, Grace has a 50% interest in 
Productora de Papeles S.A., with the remaining 50% 
owned by subsidiaries of International Paper Com- 
pany. Sales and profits from this paper operation, 
which is one of the largest in Colombia, were at the 
same satisfactory levels in 1964 as in the previous 
year. Its principal products are fine white bond and 
writing papers. 

The Cali mill, originally completed in 1961, is cur- 
rently undergoing a major expansion. A third paper 
making machine is being installed, after which the 
mill will have a capacity of approximately 70,000 
metric tons annually. 


In Ecuador, W. R. Grace & Co. has a one-third in- 
terest in Industria Cartonera Ecuatoriana S.A., man- 
ages its operations and distributes its products. The 
principal product is boxes used for shipping bananas 
to overseas markets. For reasons of both quality and 
economy, the practice of shipping “hands” of ba- 
nanas in fiber boxes is rapidly replacing the tradi- 
tional practice of shipping whole stems of the fruit. 
In 1964, Ecuador was the world’s leading banana ex- 
porter, shipping over 40 million stems. A record 29 
million boxes were exported, representing about one- 
third of total banana exports. 


Paper making controls at the Cali, Colombia plant, where a major expansion is under way. 
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GRACE 


W. R. Grace & Co.’s position in the worldwide food 
industry was further strengthened in 1964. Sales 
totaled $109,000,000. The Company now has food 
processing operations in the United States and Eu- 
rope as well as in five countries in Latin America. 
While biscuits, candy, chocolate products and con- 
fectionery items are the principal product lines, con- 
venience foods such as snacks, specialty canned 
items, and condiments are being added. 


The increasing standard of living throughout the 
world has resulted in a rapid growth in the demand 
for processed foods. New types of food products, 
improved packaging and more efficient methods of 
distribution also characterize the fundamental 
changes which are occurring in the food industry. In 
developing and expanding its food activities, W. R. 
Grace & Co. is contributing to this evolution. 

During the course of 1964, the Company's food op- 
erations were expanded in Latin America and Europe 
and, for the first time, the Company extended its in- 
terest in food processing to the United States. While 
the development of the food activities on a worldwide 
basis is still in its early stages, significant progress 
was made during 1964 in strengthening the manage- 
ment of this activity, particularly in the areas of manu- 
facturing, product development and marketing. 

In Colombia, where the Company, through subsidi- 
aries, has been in the food business for many years, 
results of Comestibles La Rosa S.A. showed sub- 
stantial improvement in 1964, with sales 20% higher 
than in the previous year. This company’s principal 


Cocoa butter presses at the de Zaan plant in Holland. 


products are biscuits and crackers. It is one of the 
leading companies in its field in Colombia. 

Conservas California S.A., also in Colombia, pro- 
duces canned goods including fruit juices and tomato 
products. It also reported increased sales and earn- 
ings in 1964. 

Pozuelo S.A. in Costa Rica, which became a 
majority-owned subsidiary of Grace early in 1964, had 
a satisfactory year. Pozuelo also manufactures bis- 
cuits and candy, which are sold in the countries mak- 
ing up the Central American Common Market. 

Early in 1965, a majority interest was obtained in 
Ducal, a company in Guatemala whose principal prod- 
ucts are fruit juices, ketchup, baby foods and canned 
meats. 

Hucke Hermanos in Chile and Arturo Field in Peru, 
both biscuit and candy companies, reported in- 
creased sales in 1964. However, higher raw material 


costs and increased selling expenses had an adverse, 
although temporary, effect on profits. 

Also in Chile, Industrias Coia S.A. operates an 
integrated vegetable oil plant in which it produces 
vegetable shortenings and margarine. It also refines 
sugar. It is contemplated that the present plant will 
shortly be moved a few miles from its present site to 
an area which will allow for future expansion. This 
company had a satisfactory year in 1964. 

In general the outlook for the Latin American food 
business is favorable. 

During the year the Company expanded its activi- 
ties in the food business in other parts of the world. 

Cacaofabriek de Zaan, an important Dutch pro- 
ducer of cocoa butter and cocoa powder, was ac- 
quired late in the year. De Zaan operates three plants 
in Holland. The production facilities are among the 
most modern in the world, and de Zaan products have 
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an international reputation for high quality. The com- 
pany is particularly well known for the wide variety 
of specialty cocoa powders which it offers to indus- 
trial users of these products. 


Hughes Brothers Limited, a leading dairy and ice 
cream company in Dublin, Ireland, also became part 
of W. R. Grace & Co. Sales and earnings of Hughes 
Brothers during 1964 were satisfactory. 


Urney Chocolates Limited, also located in Ireland, 
had a satisfactory year, with sales reaching an all- 
time high. During 1964 Urney essentially completed 
its program of factory modernization. Urney now has 
a completely modern plant for the production of 
chocolate products with new automatic lines for the 
production and packaging of bars, tablets and sim- 
ilar products. 


Results of Van Houten’s chocolate and cocoa 
operations in its second full year as a part of Grace 
were disappointing, although sales showed a small 
increase. Steps have been taken to remedy this situ- 
ation. Plants with excessive overhead have been shut 


down, and manufacturing operations have been con- 
solidated. A major program for the modernization of 
production facilities was started in 1964, and a new 
marketing program was developed and put into op- 
eration early in 1965. Van Houten has an excellent 
worldwide reputation and, with the introduction of 
modern marketing techniques, it is expected that the 
business will return to a satisfactory level in 1965. 


In the United States, the Ambrosia Chocolate Divi- 
sion and its subsidiary, Hooton Chocolate Company, 
which are now a part of W. R. Grace & Co.’s Food 
Group, reported increases in sales and earnings over 
those of the previous year. These units produce 
chocolate intermediary products which are sold 
primarily to the baking, dairy, ice cream and confec- 
tionery industries. 

Results of the Grace sugar operations in Peru were 
generally satisfactory, reflecting sales of sugar at 
the high world prices prevailing in the first half of 
1964. World sugar prices have declined, and earn- 
ings from this source are expected to be materially 
lower in 1965. 


Ambrosia chocolate intermediates 
are sold primarily to the baking 
and confectionery industries. 


GRACE 


IN PETROL 


Results of the Company’s petroleum operations dur- 
ing 1964 showed a significant gain over the previous 
year, with the rate of production from the Raguba 
Field in the Kingdom of Libya, North Africa increas- 
ing by 50%. W. R. Grace & Co. has a 241/2% working 
interest in petroleum Concessions 16, 17 and 20 in 
the Sirte Basin, with subsidiaries of Sinclair Oil Cor- 
poration and Standard Oil Company (New Jersey) 
holding 25'/2% and 50% interests respectively. 

Total production from Raguba in Concession 20 
averaged about 73,000 barrels per day in 1964, com- 
pared with 1963’s average daily production of 45,000 
barrels. Currently the field is producing at a sched- 
uled rate of 95,000 barrels per day. During 1964, esti- 
mates of the area of this field increased somewhat 
as a result of the successful completion of two step- 
out wells. Productive capacity was increased by the 
bringing into production of seven development wells. 
At year end there were 35 productive wells compared 
with 26 at the close of 1963. Another productive well 
was completed early in 1965. 


Approximately 30% of Grace’s 1964 crude oil pro- 
duction in Libya was sold in the open market. The 
remainder was sold to Esso Sirte Inc. under the joint 
operating agreement. 

Techniques to support an economical level of 
production of the Mabruk Field in Concession 17 


are still being studied. As previously reported, it is 
likely that water flooding will be necessary if the 
field is to be capable of commercial production. 


Exploration drilling during 1964 was limited to one 
wildcat well in Concession 16. Encouraging shows of 
clean crude were recovered, and further drilling in 
the area will be undertaken in 1965. Meanwhile a 
seismic program is being conducted to improve the 
available geophysical data for Concessions 16 and 
20. An expanded exploratory drilling program has 
been planned for 1965. There was no drilling during 
1964 in Concessions 18 and 19, where Grace also has 
a substantial interest. 


The sale of Texas Gulf Producing Company's as- 
sets was consummated on December 1, 1964. This 
followed recognition by Libyan authorities of the ac- 
quisition by Sinclair Oil Corporation of Texas Gulf 
Producing’s Libyan concessions held in the name of 
Libyan American Oil Company. W. R. Grace & Co.'s 
profit after taxes, partially estimated, amounted to 
$3,160,000 from proceeds of $10,652,000, realized and 
anticipated, on the liquidation of 169,080 shares of 
Texas Gulf Producing common stock owned by the 
Company. 


The outlook for continuing profits from petroleum 
operations is good. 


GRACE 


Grace Line Inc. net profit in 1964 was substantially 
ahead of 1963, showing improvement for the fourth 
consecutive year. Income from shipping operations 
increased by about 50%. Gains of 10% in freight 
revenue and 24% in passenger revenue, and an in- 
crease of only 7% in operating expenses, resulted in 
this substantial improvement. In addition, overall re- 
sults benefited from a capital gain realized on the dis- 
posal of two container ships. The decision to sell the 
container ships followed the refusal of Federal au- 
thorities to approve the Line’s application to serve 
Puerto Rico. 


Specific factors contributing to the improvement in 
operations were the absence of major work stop- 
pages in 1964, a general increase in the volume of 
trade to the areas served, and a continuing effort to 
increase the operating effectiveness of the fleet. Ad- 
verse factors were the later-than-scheduled delivery 
of the Santa Mercedes, which affected passenger 
revenue, and the expenses in connection with the 
lay-up of the container ships prior to their sale. 


All four of the new Santa Magdalena-class ships 
are now operating on their normal 26-day round trip 
to Callao, Peru, with a ship leaving each week from 
the Port of New York. These highly-mechanized 
20,000-ton ships have a capacity of 117 passengers. 
They carry general cargo to and from Latin American 
ports, and a substantial tonnage of bananas north- 
bound to the United States. 

Six highly-automated freighters, which will also 
operate from Atlantic ports in the United States to 
the West Coast of South America, are now under 
construction. These ships will have much greater 
cargo capacity and will be faster and more highly 
mechanized than those presently being used. Current 
schedules call for delivery of the first of these new 
freighters in December, 1965, four during 1966, and 
the sixth in early 1967. 

Cost control programs and lower cargo handling 
costs continue to be reflected in operating results. 
Income for 1965 will be adversely affected by the 
longshoremen’s strike early in the year, but the in- 


fluence of the several favorable factors already men- 
tioned should result in Grace Line’s having a satis- 
factory year. 


Gulf & South American Steamship Co., Inc., jointly 
owned with Lykes Bros. Steamship Co., Inc., also 
showed marked improvement in operating earnings 
in 1964. Including capital gains, net income was more 
than double that reported in 1963. Early in 1965, the 
company completed the replacement of its entire 
fleet of five ships. 


Pan American-Grace Airways, Inc., owned jointly 
by W. R. Grace & Co. and Pan American World Air- 
ways, Inc., and its wholly-owned subsidiary, Jetair, 
Inc., reported that after-tax net profit including 
capital gains was $1,017,000 in 1964, compared with 
$849,000 in 1963. 

Panagra surpassed all previous performance rec- 
ords, flying a total of 250,852,000 revenue passenger 
miles and 9,722,000 revenue cargo ton miles. This 
represented increases of 5% in passenger miles 
and 6% in cargo ton miles over the previous year. 
The overall passenger load factor of 61.5% for the 


second consecutive year is believed to be the high- 
est of any United States airline. 


During the year Panagra was able to improve its 
competitive position by increasing the number of 
flights to Argentina, introducing new northbound day- 
light flights from Peru, and inaugurating jet service to 
Quito, Ecuador and La Paz, Bolivia. The airline has 
reserved delivery positions with the Federal Aviation 
Agency for two supersonic transports. 


In 1963 it was announced by W. R. Grace & Co. 
and Pan American World Airways, Inc. that the Civil 
Aeronautics Board had been asked to approve the 
purchase by Pan American of Grace’s 50% interest 
in Panagra. The Board has not yet scheduled a hear- 
ing on the matter. 


During the year indebtedness in the amount of 
$4,218,000, incurred to finance aircraft, was paid off. 
At year end, the unpaid balance had been reduced 
to $4,428,000. In addition, dividends totaling $1,500,000 
were paid, of which W. R. Grace & Co.’s share was 
$750,000. 


OTHER ACTIVITIES 


Grace National Bank of New York (80%0-owned) re- 
ported net operating earnings in 1964 of $2,243,000. 
This compared with net operating earnings in the 
previous year of $2,054,000. The Bank's contribution 
to consolidated earnings of W. R. Grace & Co. in- 
creased by $254,000. Average deposits, loans and 
clearance department commissions all showed im- 
provement in 1964. 


In the second quarter of 1964, the Directors of 
W. R. Grace & Co. and of the Bank approved the 
sale of the assets and business of the Bank to The 
Marine Midland Trust Company of New York in con- 
sideration of the issuance to the Bank of 360,000 
shares of a new $5.50 Convertible Cumulative Pre- 
ferred Stock of Marine Midland Corporation, the 
Trust Company’s parent. A contract of sale has been 
signed, and applications have been filed for the re- 
quired approvals of the appropriate State and Fed- 
eral regulatory authorities. The transaction is also 
subject to the approval of the stockholders of the 


banks and of Marine Midland Corporation. It is felt 
that the combination of the two banks will provide for 
greater opportunities for growth and service to large 
customers throughout the world than would prevail if 


the banks were to remain as independent operations. 
® * * * 


The Company has a majority interest in a mining 
company in Bolivia. Mining production consists of 
tungsten and tin, which are exported in the form of 
concentrates. Results of this operation in 1964 were 
well ahead of the previous year. 


Also, in various Latin American countries subsidi- 
aries handle the distribution and export of the Com- 
pany’s products. Many of these same subsidiaries 
merchandise products for United States and foreign 
manufacturers. Results of these activities remain 
satisfactory. 

The Company also has a majority interest in a tex- 
tile operation in Peru. Results of this operation, while 
not satisfactory, are showing an improving trend. 
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CONSOLIDATED STATEMENT OF INCOME 


GRACE) 


W.R. GRACE & CO. 


and Subsidiary Companies 


REVENUES 
Sales and operating revenues . 
Dividends and interest 


Net gain (loss) on disposition of properties and investments 


COSTS AND EXPENSES 
Cost of goods sold and operating expenses—Note 4 
Selling, general and administrative expenses . 
Depreciation and depletion . 
Research and development expenses .- 
Interest expense . 
U.S. and foreign taxes on income—Note6 . 
Unrealized foreign exchange losses - 


Income applicable to minority stockholders . 


Equity in earnings of Grace National Bank—Note1 . 


NET INCOME 


1964 


$815,026,123 


5,112,627 


2,313,045 
822,451,795 


554,524,782 
134,009,704 
35,848,788 
14,092,367 
18,886,946 
22,052,765 


3,368,725 


1,246,570 
784,030,647 


38,421,148 


1,607,677 
$ 40,028,825 


1963* 


$699,587,454 
3,866,893 


(648,968) 
702,805,379 


470,511,251 
117,243,641 
30,404,475 
12,358,092 
15,561,147 
20,640,762 
3,083,101 


870,754 
670,673,223 
32,132,156 


1,356,447 
$ 33,488,603 


*Certain figures have been restated for 


CONSOLIDATED STATEMENTS OF CAPITAL SURPLUS AND RETAINED EARNINGS 


GRACE, 


W. R. GRACE & CO. 


and Subsidiary Companies 


1964 1963" 
CONSOLIDATED CAPITAL SURPLUS 
Balance at beginning of year — Note1 .- $119,631,579 $ 95,752,383 
Excess of par or stated value of capital stock ‘of companies 
acquired in poolings of interests transactions over the par 
value of the Company’s shares issued in exchange — Note 1 - 6,246,456 
119,631,579 101,998,839 
Excess over par value of common stock issued upon: 
Payment of stock dividend . ct Se eres 11,323,177 8,452,867 
Exercise of stock options . 2,293,111 3,062,735 
Conversion of 31/2% subordinate debentures 3,953,708 5,505,734 
Acquisition of various companies . 5 344,053 830,945 
Exercise of warrants of pooled company . - 1,491,421 480 
Expenses relating to socesetion:¢ of Sonneries in poolings of 
interests transactions - . aca (1,751,988) (257,949) 
Other (62,022) 37,928 
Balance at end of year . $137,223,039 $119,631,579 
CONSOLIDATED RETAINED EARNINGS 
Balance at beginning of year — Note 1. $204,401,709 $199,507,856 
Consolidated net income : 40,028,825 33,488,603 
244,430,534 232,996,459 
Gain, net of related U.S. taxes, on disposition of investment in 
Texas Gulf Producing Company — Note 1 - ay esi 3,159,802 - 
Less: 
U.S. and foreign taxes on income arising from payment of 
extraordinary dividends by foreign subsidiaries . - 5,200,000 
Dividends paid: 
W. R. Grace & Co. 
Cash 
Preferred . . 913,628 928,664 
Common ($1. 07/2 per share i in 1964; '$: 97/2 i in n 1963) . 14,557,293 11,215,983 
Common stock (2%) . 11,559,569 8,672,308 
Pooled companies—priorto combination with the Company 1,024,506 2,577,795 
Balance at end of year . $219,535,340 $204,401,709 


Retained earnings include: (a) $59,942,721 (1963—$58,278,709) 
of the retained earnings of Grace Line Inc., a wholly-owned 
subsidiary, deemed not available for dividends since it is 
related to special funds under joint control with the U.S. 
Maritime Administration or invested therefrom in subsidized 
vessels; (b) $10,047,005 (1963—$7,286,882) set aside by foreign 
subsidiaries, principally as required by statute; (c) approxi- 
mately $12,200,000 (1963—$11,300,000) which has been trans- 


comparative purposes — See Note 1. 


ferred to capital stock accounts on the books of subsidiary 
companies. 

Parent company unappropriated retained earnings at Decem- 
ber 31, 1964 amounted to $68,980,911 (1963—$69,285,418). Of 
these retained earnings $43,500,000 were free of the restric- 
tion on payment of cash dividends imposed by the terms of 
the Indenture covering the 4'/4% subordinate debentures re- 
ferred to in Note 7 which is the most restrictive of the Com- 
pany’s loan agreements, 
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CONSOLIDATED BALANCE SHEET 


GRACE) 


W. R. GRACE & CO. 
and Subsidiary Companies 


ASSETS 


CURRENT ASSETS 
Cash . 


U.S. Government and other marketable securities, at cost 
(approximate market value), including $2,405,000 
(1963 — $2,880,000) deposited as collateral 


Notes and accounts receivable, less reserves of $5,188,882 
(1963 — $4,651,351) ee 


Inventories — Note 2 . 
Prepaid expenses 


TOTAL CURRENT ASSETS 
SPECIAL FUNDS AND DEPOSITS — Note 3 . 


OTHER ASSETS 
Investment in Grace National Bank — Note1 . 


Investments in and advances to unconsolidated subsidiaries 
and 50% owned companies, at cost — Note1 . 


Investment in Texas Gulf Producing Company, at cost — Note 1 


Long-term receivables (including in 1963 $10,000,000 due in 
1965 from International Paper Overseas Limited) . 


Miscellaneous investments, at cost or less, and other assets 


TOTAL OTHER ASSETS . 


PROPERTIES AND EQUIPMENT, at cost less accumulated depreciation 
and depletion of $269,911 ,802 (1963 — $241,602,871) — Note5 . 
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December 31, 


1964 


$ 46,925,148 


12,088,154 


163,568,831 
143,367,334 

7,659,770 
373,609,237 


48,524,281 


19,053,750 


15,219,324 


9,110,400 
31,964,151 
75,347,625 


408,315,026 


$905,796,169 


1963* 


$ 47,980,913 


10,768,486 


130,005,477 
128,603,496 

5,430,945 
322,789,317 


48,205,617 


17,613,563 


12,358,577 
6,737,874 


14,861,606 
28,675,435 
80,247,055 


347,788,716 
$799,030,705 


*Certain figures have been restated for 


LIABILITIES 


CURRENT LIABILITIES 
Loans payable — Note 7 . 
Accounts and acceptances payable - 
U.S. and foreign taxes on income — Note6 . 


Other current liabilities Bete 8 
TOTAL CURRENT LIABILITIES . 


DEFERRED TAXES ON INCOME — Note 6 . 


FOREIGN SOCIAL LAW OBLIGATIONS AND OTHER 
NON-CURRENT LIABILITIES . 


DEFERRED INCOME 
LONG-TERM DEBT — Note 7 . 


EQUITY OF MINORITY STOCKHOLDERS IN CONSOLIDATED SUBSIDIARIES 


STOCKHOLDERS’ EQUITY 


CAPITAL STOCK — Note 8 
Preferred stock outstanding - 
Common stock issued — $1.00 par . 


CAPITAL SURPLUS, per accompanying statement . 


RETAINED EARNINGS, per accompanying statement . 


Less: Common stock held for options, at cost . 


comparative purposes — See Note 1. 


December 31, 


1964 


$ 61,096,502 
97,830,682 
17,313,767 


15,689,622 


191,930,573 


20,652,283 


25,383,231 
4,649,923 
259,517,187 


19,816,403 
521,949,600 


12,345,900 
14,742,290 


137,223,039 


219,535,340 


383,846,569 


383,846,569 
$905,796, 169 


1963* 


$ 49,705,509 
82,157,843 
16,976,554 
16,581,627 


165,421,533 


15,928,726 


21,388,609 
4,277,132 


226,227,853 


15,175,349 
448,419,202 


12,608,300 
14,165,870 


119,631,579 


204,401,709 


350,807,458 
195,955 


350,611,503 


$799,030,705 
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NOTES TO FINANCIAL STATEMENTS 


NOTE 1 — PRINCIPLES OF CONSOLIDATION: 


The consolidated financial statements include the accounts of 
W. R. Grace & Co. and all majority owned and controlled domestic 
and foreign subsidiary companies other than Grace National Bank 
of New York and N. V. Cacaofabriek de Zaan and its subsidiaries. 
In the Consolidated Balance Sheet the investment in the Bank is 
carried at the Company's equity (80%) in the underlying net assets 
and the Consolidated Statement of Income includes the Company’s 
equity in the earnings for the year. All of the outstanding capital 
stock of N. V. Cacaofabriek de Zaan, a Dutch corporation, was 
acquired in 1964 by C. J. Van Houten & Zoon N.V., a majority- 
owned subsidiary of the Company. Since this acquisition was made 
late in the year the investment in the newly acquired company is 
stated in the Consolidated Balance Sheet at cost. 


The assets and liabilities of the Company's foreign subsidiaries 
have been translated into United States dollars at year-end rates 
of exchange, except that fixed assets (and related depreciation) 
and certain imported inventories have been translated at rates pre- 
vailing at dates of acquisition. Income and expenses (other than de- 
preciation) have been translated at rates prevailing during the year. 


The Company's equity in the aggregate net earnings of its 50% 
owned companies (Gulf and South American Steamship Co., Inc., 
Pan American-Grace Airways, Inc. and Productora de Papeles S.A.) 
for 1964 exceeded dividends received from those companies by 
$2,472,484. The Company's equity ($22,642,606) in the net assets as 
shown by the financial statements of those companies at December 
31, 1964 exceeded the cost of its investments in the companies by 
$16,417,690. 


In 1964 the Company acquired the assets and businesses of Du- 
Bois Chemicals, Inc., Walnut Grove Products Company, Inc. and 
several other businesses as well as 51% of the common stock of 
Federation Chemicals Limited (in which the Company had a 49% in- 
terest) in exchange for shares of its common stock. For accounting 
purposes these transactions have been treated as poolings of in- 
terests. Accordingly, the Consolidated Statement of Income includes 
the results of operations of these companies for the entire year and 
the comparative financial statements for 1963 have been restated to 
include the accounts of these companies. 


During 1964 Grace Line Inc. sold three vessels, the Company sold 
its 40% investment in Southwest Sprayer & Chemical Company and 
a company acquired in a pooling of interests transaction sold its 
investment in a trucking concern. The gain or loss on these trans- 
actions has been included in net gain (loss) on disposition of prop- 
erties and investments in the Consolidated Statement of Income. 
In May 1964 the stockholders of Texas Gulf Producing Company 
approved the sale of that company's assets to Sinclair Oil & Gas 
Company and subsequent liquidation of the company. In 1964, the 
Company received liquidating distributions of $60 per share on its 
holdings of 169,080 shares and further distributions are anticipated. 
The after-tax gain of $3,159,802 on the Company’s disposition of its 
investment has been credited to retained earnings. 


In September 1964 Grace National Bank agreed to sell substan- 
tially all of its business and assets to The Marine Midland Trust 
Company of New York (a subsidiary of Marine Midland Corpora- 
tion) in exchange for 360,000 shares of a $5.50 Convertible Cumula- 
tive Preferred Stock of Marine Midland Corporation, the assumption 
by the Trust Company of certain liabilities and obligations of Grace 
National Bank and certain other conditions. It is contemplated that 
after the sale the Bank will be liquidated and, after providing for 
certain taxes and other liabilities, the net assets remaining will be 
distributed to its shareholders. The transaction is subject to the 
approval of the shareholders of the two banks and Marine Midland 
Corporation and of federal and state regulatory authorities. 


NOTE 2— INVENTORIES: 

The inventories included in the Consolidated Balance Sheet are 
summarized by major classes as follows: 

Raw and packaging materials . $ 36,554,018 

In process ......... 
Finished products ........- 
General merchandise, commodities, etc. .. 
Stores and supplies 


Inventories are stated at the lower of cost or market. Market 
for raw and packaging materials and stores and supplies is based on 
replacement cost and for other inventory classifications on net 
realizable value. Due to the diversified nature of the companies’ 
operations, several bases of determining costs are used, including 
first in - first out, last in - first out, average and specific cost. 


NOTE 3— SPECIAL FUNDS AND DEPOSITS: 


The following amounts were included under this caption: 


Special funds of Grace Line Inc. (including U.S. 
Government and other marketable securities at 


cost of $28,422,363) . $42,851,471 
Other special and guaranty deposits . 5,672,810 


$48, 1 


The Grace Line Inc. special funds are composed of funds required 
under an operating-differential subsidy agreement with the United 
States Maritime Administration and escrow funds required in con- 
pecnon with financing agreements for the construction of specific 
ships. 

The operating-differential subsidy agreement is referred to in 
Note 4 and requires deposits in the special funds of (a) the com- 
pany's 50% share of profits in excess of 10% of capital necessarily 
employed in subsidized operations (the remaining 50% being sub- 
ject to recapture), (b) amounts equal to depreciation charges on 
subsidized vessels, to the extent earned, and (c) proceeds from 
insurance, indemnity or sale of subsidized vessels. 

The special funds required under the operating-differential sub- 
sidy agreement may be used to purchase, construct or reconstruct 
vessels (see Note 9) and to pay the principal of mortgage notes on 
vessels and under specified conditions may be transferred to the 
general funds of Grace Line Inc. 


NOTE 4 — OPERATING-DIFFERENTIAL SUBSIDY AND 
RECAPTURE: 


Grace Line Inc. operates under an operating-differential subsidy 
agreement expiring December 31, 1977, covering all of the com- 
pany’s regular routes. 

Under the agreement Grace Line Inc. is entitled to a subsidy 
representing the excess of certain of its costs over similar costs 
incurred by foreign-flag competitors. The subsidy is subject to re- 
capture by the United States to the extent of 50% of the amount by 
which earnings from subsidized operations in each ten-year period 
exceed 10% of the capital necessarily employed in such operations. 
Any recapture is withheld by the United States from the subsidy 
receivable. Net subsidy of $17,946,960 (1963-$18,039,828) has been 
deducted from cost of goods sold and operating expenses in the 
Consolidated Statement of Income. 


NOTE 5— PROPERTIES AND EQUIPMENT: 


The properties and equipment and related reserves included in 
the Consolidated Balance Sheet are summarized by major classes 
as follows: 


Gross Depreciation 

Book Value & Depletion 

LOND os ck So $ 27,854,238 $ 2,711,979 

Producing and undeveloped 

oilproperties. ... . 4,889,558 370,391 

Buildings... -.-- 116,756,707 49,325,904 

Machinery, equipment, etc. . . 369,499,556 176,739,088 

Vessels and marine property . . 113,114,924 40,764,440 
Projects under construction 46,111,845 - 

$678,226,828 $269,911,802 


NOTE 6 — U.S. AND FOREIGN TAXES ON INCOME: 


The United States Internal Revenue Service has not completed 
examinations of the consolidated income tax returns of the Com- 
pany and its domestic subsidiaries for 1953 and subsequent years. 
Examinations of tax returns in foreign countries have in some cases 
not been completed for the most recent years. It is believed, how- 
ever, that provisions made in 1964 and earlier years are adequate. 


Additional foreign and United States taxes might become payable 
if undistributed earnings of foreign subsidiaries were to be paid 
out as dividends, but such taxes, if any, have not been fully reserved 
for since a substantial portion of such earnings has been or will 
be reinvested. 

Profits deposited in the reserve funds by Grace Line Inc. (see 
Note 3) are not subject to federal income taxes in the year earned. 
In the event that any profits are withdrawn from the reserve funds 
and paid into general funds the amounts would have to be included 
in taxable income of the year of withdrawal. No provision has been 
made for such taxes since the amounts, if any, are not presently 
determinable. 

Depreciation is generally computed on the straight-line method 
over the estimated useful lives of the assets. For income tax pur- 
poses only, depreciation is computed on accelerated bases per- 
mitted by the Internal Revenue Code. The excess depreciation taken 
for tax purposes over depreciation as recorded on the Company's 
books has resulted in a tax deferral of $2,584,000 in 1964, which has 
been included in the income taxes charged against earnings and 
credited to deferred taxes on income. As a result of the reduction 
in the U.S. corporate tax rates a portion of the Company’s deferred 
taxes on income is no longer required. These deferred taxes are 
being restored to income over a five year period; in 1964 the amount 
restored to income was $256,000. 


The application of the investment credit permitted under the pro- 


visions of the 1962 Revenue Act has reduced the 1964 tax provision 
by $2,068,000. 


NOTE 7 — LONG-TERM DEBT: 

At December 31, 1964, long-term debt (excluding $16,251,219 rep- 
resenting that portion payable in one year which is included in 
current liabilities under loans payable) consisted of the following: 
W. R. GRACE & CO. 

5% notes payable to institutional investors, 


due 1966-1999... . ie ice eis $102,778,000 
51/2% notes payable to institutional investors, 
UD NONO-1000 Ova nd a ainae ey eieaie, om feos). AERO OD. 
32% subordinate debentures, redeemable, con- 
vertible to common stock (4.27942 shares prior 
to May 15, 1965 and 4.05418 shares thereafter) 
and with sinking fund payments ‘poems from 
1966-1974, due May 15, 1975 sates 6,673,000 
4'2% note payable to bank, due 1969 28,000,000 
Junior subordinated note, due 1974 
(bearing interest at the prime rate) 10,000,000 
Sundry indebtedness . 4,795,485 
180,024,485 
SUBSIDIARY COMPANIES 
Grace Line Inc.* 
4.20°%o-4,25% U.S. Government Insured 
Merchant Marine Bonds — sinking fund 
payments due 1965-1978 < 14,850,000 
4.20% U.S. Government Insured Merchant 
Marine Bonds—sinking fund parent 
due 1965-1987 =n 2 25,760,000 
Nuclear Fuel Services, Inc. 
5'/2% notes payable to banks, due 1966-1975 . 5,700,000 
Federation Chemicals Limited 
5% bank loan, due 1966-1968 . nee 2,000,000 
51/2%o-53/4% Series A Subordinated Nelet, 
due 1969-1977... .. é 17,220,000 
51/2%-61/2% Series B Sibtecineted Notes, 
due 1967-19699 ..... ‘ 3,780,000 
Sundry indebtedness . . 528,827 
Other Subsidiaries . 9,653,875 


*Payable from Grace Line Inc. special funds and deposits (see Note 3) and 
including portion maturing in 1965. 


In March 1965 the Company expects to issue $83,469,000 of 4/s%o 
subordinate debentures, due March 1, 1990, redeemable, convertible 
into common stock (1 share for each $65 principal amount) and with 
sinking fund payments required from 1976 to 1989. 


NOTE 8— CAPITAL STOCK: 


The preferred stock (of $100 par) issued and outstanding is listed 
below: 


Shares Shares 
Authorized in Outstanding 
andlssued Treasury Shares Par Value 
6% Cumulative . 40,000 2,624 37,376 $ 3,737,600 
8% Cumulative 
ClassA . . . 50,000 1,868 48,132 4,813,200 
8% Noncumulative 
Class B . . . 40,000 2,049 37,951 3,795,100 


$12,345,900 


Under the Company's Certificate of Incorporation the authorized 
common stock of the Company is 18,000,000 shares. In 1964 the 
Company exchanged 625,019 shares and 1,392,159 shares of its com- 
mon stock for the assets and businesses of Walnut Grove Products 
Company, Inc. and DuBois Chemicals, Inc., respectively and 401,947 
shares of its common stock for other businesses. Changes in the 
common stock during the year are summarized below: 


Shares 

Balance, December 31, 1963 (as pase eth for 

poolings of interests—Note P)i carne = 14,165,870 
Common stock issued: 

Upon payment of stock dividend (2%) 236,392 

Upon conversion of 3'/2% subordinate debentures 176,612 

Upon exercise of stock options . . . . .. . 99,772 

Other transactions 6. 6k ee ee wt 63,644 
Balance, December 31, 1964 . 


14,742,290 


The shares and per share prices discussed in the remainder of 
this note have been adjusted where appropriate to reflect the 2% 
stock dividend paid in 1964. 


Of the unissued common stock, 617,355 shares have been re- 
served for conversion of the 3'/2% subordinate debentures and 
exercise of stock options. An additional 1,284,139 shares have been 
reserved for issuance upon conversion of the 4% subordinate 
debentures referred to in Note 7. 


At the beginning of 1964 options were outstanding for the pur- 
chase of 351,611 shares of common stock and 286,588 shares were 
available for granting of additional options. During 1964 options for 
50,184 shares were granted at an average option price of $56.51 
(which was not less than 100% of market on the respective dates 
of grant). In addition, the Company granted options to former em- 
ployees of certain acquired companies, who became employees 
of the Company, covering 55,173 shares at prices ranging from 
$25.95 to $69.00 per share in substitution for options previously 
granted to these employees by their respective companies. 


During the year options for 113,523 shares were exercised at an 
average option price of $20.61 and options for 11,855 shares ter- 
minated. At the end of the year options were outstanding for 331,590 
shares at prices ranging from $14.78 to $69.00 per share or an 
average of $37.91, options for 5,495 shares were exercisable and 
245,325 shares were available for granting of additional options. In 
addition 92,927 shares were available to cover options which may be 
assumed or granted in lieu of existing options granted by com- 
panies which may be acquired. 


NOTE 9— COMMITMENTS AND CONTINGENT LIABILITIES: 


Under the operating-differential subsidy agreement referred to in 
Note 4, Grace Line Inc. has agreed to award contracts by 1966- 
1967 to complete the replacement of its fleet if certain conditions 
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NOTES (continued) 


of economic feasibility are met. The ultimate cost of the program 
is not presently determinable. In connection with this program 
Grace Line Inc. has construction contracts, and also construction- 
differential subsidy agreements with the United States Maritime 
Administration for six new cargo ships which are scheduled to enter 
service in 1966-1967. The cost to Grace Line Inc. of these six vessels 
is estimated at $41,000,000 of which approximately $4,000,000 has 
been expended or accrued at December 31, 1964. The cost will be 
financed from Grace Line's special funds and by ship mortgage 
bonds. 


In connection with the issuance by Federation Chemicals Limited, 
a wholly owned subsidiary, of its 5'/2%-5*/«% Series A Subordinated 
Notes, due 1969 to 1977, and its 51/2%-61/2% Series B Subordinated 
Notes, due 1967 to 1969, referred to in Note 7, the Company has en- 
tered into long-term agreements (1) to purchase, at a set price, all 
of the ammonia produced by Federation in excess of its require- 
ments and (2) in addition to the Company’s outstanding guarantee 
of Federation’s 5% bank loan, due 1965 to 1968, under certain con- 
ditions to advance cash to Federation to meet payments required 
under its Series A and Series B Subordinated Notes. The Company 


is a party to a twenty-year charter arrangement for two spe- 
cially constructed tankers to transport ammonia and a twenty-year 
lease for an ammonia conversion plant in North Carolina. The 
annual rentals under the charter and the lease are approximately 
$2,400,000. 

There are several domestic and foreign pension plans presently 
in effect. The aggregate pension cost of the Company and its sub- 
sidiaries (excluding Latin American subsidiaries) in 1964 was 
$3,491,000. The unfunded amount of past service benefits which are 
being provided for by payments to trustees over a period of years, 
at December 31, 1964 was estimated to be $7,185,000. Pension pay- 
ments are made to employees of the Latin American subsidiaries in 
accordance with the social laws of those countries in which opera- 
tions are conducted. The cost of these plans has not been actu- 
arially determined and, generally, such foreign subsidiaries charge 
the cost of pensions to income as payments are made. 

There are various lawsuits, claims, commitments and contingent 
liabilities but they are not expected to have any material adverse 
effect on the consolidated financial position or results of operations. 


Opinion of Audependent Accountants 


PRICE WATERHOUSE & Co. 


To the Stockholders of W. R. Grace & Co. 


60 BROAD STREET, NEW YORK 10004 


In our opinion, the accompanying consolidated balance sheet and the related 
consolidated statements of income, capital surplus and retained earnings present 
fairly the financial position of W. R. Grace & Co. and its consolidated subsidiary com- 
panies at December 31, 1964 and the results of their operations for the year, in conformity 
with generally accepted accounting principles applied on a basis consistent with that of 
the preceding year. Our examination of these statements was made in accordance with 
generally accepted auditing standards and accordingly included such tests of the 
accounting records and such other auditing procedures as we considered necessary in 


the circumstances. 


ais Othe LE 


March 4, 1965 


GRACE) 


NET SALES 

AND 
REVENUES 
($ — Millions) 


CAPITAL 
EXPENDITURES 


NET FIXED 
ASSETS 
($ — Millions) 


Chemicals 


%o 


1955 34 


This table compares 
capital expenditures, 
including those of 
pooled companies, 
for 1964 and 1963. Net 
fixed assets of other 
companies acquired 
are included in the 
year of acquisition. 


CHEMICALS 

FOOD 

OCEAN TRANSPORTATION .- 
OTHER . 


Steamship 


1964 


$74,500,000 


10,600,000 
6,400,000 
4,700,000 

$96,200,000 


1963 


$48,500,000 


4,600,000 
15,500,000 


5,400,000 
$74,000,000 
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TEN YEAR FINANCIAL SUMMARY 


.GRACE, 


EARNINGS STATISTICS “ (in Thousands except Amounts per Share) 


Earnings Before 
Net Sales and iation 
Fomine Foccign Taree Depreciation ystems — Net Earnings 
$427,066 $46,268 $14,128 $12,802 $19,338 
438,137 47,518 14,287 12,775 | 20,456 
459,728 44,174 17,621 10,200 16,353 
434,234 40,178 20,718 8,465 10,995 
476,790 50,588 21,925 12,197 16,466 
552,871 54,281 28,201 9,860 16,220 
534,699 61,108 29,218 13,060 i 18,830 
591,532 72,901 31,500 18,784 22,617 
699,587 84,533 30,404 20,640 33,489 
815,026 97,931 35,849 22,053 40,029 
BALANCE SHEET STATISTICS “ (all Dollars in Thousands except Amounts per Share) 
Fixed Assets 
pe Gross Net ari hes Minority Interest 
$129,845 $245,495 $138,568 $ 95,250 $12,470 
108,138 281,056 163,889 91,161 12,247 
120,632 337,004 207,546 126,869 12,070 
130,295 362,602 221,932 163,503 6,888 
138,136 392,138 232,735 163,710 7,305 
133,052 475,107 275,332 194,501 28,947 
136,093 512,923 297,104 203,485 30,234 
146,908 598,933 340,928 233,944 36,841 
157,368 589,392 347,789 226,228 15,175 
181,679 678,227 408,315 259,517 19,816 


i 


(1) Includes data with respect to companies acquired in poolings of interests transactions but 


only for the year in which such transactions occurred and the preceding year. The aggre- 
gate amount of cash dividends on common stock includes the dividends paid by those 
companies while the per share amount represents the rate paid by the Company only. 
Total Net Earnings, Earnings Per Share, Common Stock and Surplus, and Book Value Per 
Share include equity in Grace National Bank. 


Net Earnings After 


Preferred Dividends Areraee Common Stock 
Per of Common Shares Per 
Total Share (2) Outstanding Total Share (2) Year 
fete om rea ce eo a 
19,519 2.03 9,629 9,828 1.02 1956 
15,424 1.56 9,888 10,541 1.07 1957 
10,066 1.01 9,920 9,693 98 1958 
15,538 1.51 10,271 7,343 -72 1959 
Seana Gieeeeneeerti to Lae oe) ee ee 
15,292 1.48 10,304 7,580 ‘MASE 74 | 1960 
—-——- ———_—_———— 
17,901 1.73 10,365 7,779 75 1961 
21,689 1.93 11,251 9,261 84 1962 
32,560 2.29 14,189 13,794 96 1963(3) 
Sel 
39,115 2.69 14,552 15,582 i 1.08 1964 
Number of 
Common Stock Book Value Common Mean Price 
Preferred Stock and Surplus Per Share (2) Stockholders Common Stock (2) Dec. 31 
$13,000 $200,735 $20.80 16,623 $21.75 1955 
12,608 216,935 21.89 21,178 23.25 1956 
12,608 222,369 22.33 24,539 21.50 1957 
12,608 223,616 22.30 28,052 20.00 1958 
12,608 233,269 22.58 30,052 21.75 1959 
12,608 240,253 23.21 | ats 17.75 1960 
12,608 254,444 24.13 27,814 29.25 1961 
12,608 288,236 24.88 30,919 32.50 1962 
12,608 338,199 23.43 40,142 
12,346 40,526 


(2) Per share figures have been adjusted to reflect two-for-one stock split in 1962 and 2% 
stock dividends paid on common stock each year from 1959 through 1964. 

(3) Cosden Petroleum Corporation, its assets having been sold January 1, 1963, is not in- 
cluded in that year. 
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MAJOR OPERATING UNITS 


GRACE) 


CHEMICAL GROUP 


CRYOVAC DIVISION 
Duncan, South Carolina 


Plastic packaging materials, 
equipment and systems 


Manning C. Morrill, President 


DAVISON CHEMICAL DIVISION 
Baltimore, Maryland 


Petroleum cracking catalysts 
Silica gel drying agents 

Mixed fertilizers 

Phosphates and superphosphates 
Pesticides + Field seed 

Nuclear fuel materials 


William E. McGuirk, Jr., President 


DEWEY AND ALMY 
CHEMICAL DIVISION 
Cambridge, Massachusetts 
Container sealing compounds 
Construction specialty chemicals 
Battery separators and gaskets 
Organic chemicals 


Vermiculite products and 
insulating materials 


George W. Blackwood, President 


HATCO CHEMICAL DIVISION 
Fords, New Jersey 

Plasticizers * Phthalic anhydride 
Synthetic jet engine lubricants 


Vinyl films and products 


Alex Kaufman, President 


NITROGEN PRODUCTS DIVISION 
New York, New York 


Anhydrous ammonia * Urea 
Ammonium nitrate and solutions 
Animal feed supplements 


William J. Haude, President 


OVERSEAS CHEMICAL DIVISION 
New York, New York 


Manufactures and distributes 
chemical products overseas 


Carl N. Graf, President 


POLYMER CHEMICALS DIVISION 
Clifton, New Jersey 


High density polyethylenes and 
other thermoplastic resins 

Plastic monofilaments 

Plastic containers 


T. T. Miller, President 


RESEARCH DIVISION 
Clarksville, Maryland 
Basic and applied research 


Thomas G. Gibian, President 


DuBOIS CHEMICALS DIVISION 
Cincinnati, Ohio 


Industrial and institutional 
chemical cleaning compounds 
Germicides and antiseptics 


Charles A. DuBois, President 


LATIN AMERICAN GROUP 


Chemicals * Food processing 
Paper + Sugar + Mining 
Commercial activities 


P.C. Walsh, Deputy Group Executive 


DIVISION MANAGERS 


Argentina .......... Arthur Weibel 
PAOUNIG cs sate sce ss Albert Meister 
Brezdl nse naeka aici Leslie Ide 
Central America Antonio Dutriz 
CRG or eheaecssessee Jorge Raby 
Colombia ......... Jaime Cérdoba 
Ecuador .. ... Robert Stratton 


Mexico . .. Jorge Lépez 
SE SPRISESAAr preteen Galo Morales 
Venezuela .... E. Pinilla Pocaterra 
Ore & Mining ... H. Becker-Fluegel 


FOOD GROUP 


Chocolate and cocoa products 
Confectionery items 
Dairy and ice cream products 


CHOCOLATE AND 
CONFECTIONERY DIVISION 


L. Russell Cook, President 


GRACE LINE INC. 


Passenger and freight service to 
Central and South America 


W. J. McNeil, President 


GRACE NATIONAL BANK 
OF NEW YORK 


Commercial and personal banking 
services, domestic and foreign 


Ralph S. Stillman, President 


GRACE PETROLEUM 
CORPORATION 


Petroleum products and exploration 


E. L. Farrell, Director 
R. S. Plummer, Director 


Printed In USA 


ANNUAL MEETING 


The annual meeting of the stockholders of 
W. R. Grace & Co. will be held at 11:00 
A.M. Central Daylight Saving Time on 


Monday, May 10, 1965, at the Palmer House, 


17 East Monroe Street, Chicago, Illinois, 


WR. GRACE & CoO. 


oe 


1964 ANNUAL REPORT 


